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1- Tobin Tax : Could it Work ? (By Helmut Reisen) 

Whenever development financing is discussed these days, it is hard to avoid mention of the Tobin Tax. 
Generally, the question people ask is whether it could be feasible, even desirable, to put a tax on global 
capital flows to finance development. The issue also came up for discussion at the UN Financing for 
Development Conference in Monterrey (Mexico) in March 2002, when heads of state and the major 
international institutions met to discuss ways of reducing global poverty. 

2- Making a Workable Tobin Tax: A Response to Helmut Reisen (By Dean Baker) 

These are legitimate concerns, but they could be raised against almost any tax. For example, at present 
many U.S. corporations are now re-incorporating in Bermuda or other tax havens in order to avoid most of 
their income tax liability. While this could be viewed as an argument against the income tax, the alternative 
is legislation that would prohibit this sort of gaming of the system (which has been proposed in the U.S. 
Congress). 

3- European Foreign Policy or else Atlantic Solidarity (By Elisa Renda) 

The launch of the Euro, the next intake into the European Union of ten new states and the commitment to 
the drawing up of a text for a European constitution; these things represent concrete progress in the political 
unification of the Continent. In the face of such institutional success, from many sides it is being asked how it 
is, in such a delicate phase of our history, Europe does not know how "to speak with one voice", above all 
making leverage out of the value of research into peace and of respect for human rights. 

4- New WTO chief plans rules to limit corporate influence on trade negotiations (By Trade 
J ustice Movement) 

The incoming head of the World Trade Organisation (WTO) has revealed he has plans for new rules to govern 
the activities of multinational corporations in influencing international trade agreements. Speaking on 8 J une, 
2002 at the World Development Movement's Annual Conference in central London, WTO Director General 
Designate, Dr Supachai Panitchpakdi said he was planning: "to bring in, to introduce, some sort of a code of 
conduct.” 

5- Exporting Enron (By Mark Engler and Nadia Martinez) 

We know the damage Enron has done to the American economy. So why is it still eligible to receive U.S. 
taxpayer money? Instead of wallowing in bankruptcy, Enron continues to do business internationally. And 
believe it or not, the scandal-ridden and discredited corporation continues to pursue public funding for its 
global operations. 

7- Meeting ATTAC worldwide. 


Tobin Tax : Could it Work ? whether it could be feasible, even desirable, to put 
a tax on_ global capital flows to _ finance 

By Helmut Reisen (OECD Development Center) development. The issue also came up for 
discussion at the UN Financing for Development 

A Tax on international currency transactions would Conference in Monterrey (Mexico) in March 2002, 

probably not achieve the development goals its when heads of state and the major international 

proponents claim, even if it was workable. institutions met to discuss ways of reducing global 
poverty. 


Whenever development financing is discussed _ 
these days, it is hard to avoid mention of the That the original purpose of the tax was not 
Tobin Tax. Generally, the question people ask is development hardly matters, though for the 
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record, the tax was proposed in 1972 by the US 
economist, James Tobin, as a way of throwing 
sand in the wheels of international finance, and so 
combating market volatility. Basically, it would 
involve taxing currency market transactions. What 
may explain its appeal to some governments and 
NGOs is that even a very small tax rate imposed 
on such large tax base as the foreign exchange 
market would, at least in theory, yield sizeable 
revenues to finance "global public goods" like the 
environment, health programmes, poverty 
reduction, etc. Estimates of between US$50-250 
billion per year have been waved about, based on 
tax rates of between 0.05% and 0.25% (To put 
this into perspective, official aid from the 21 OECD 
countries that form the Development Assistance 
Committee came to $53.7 billion in 2000) 


But how realistic are these figures? A look at the 
structure of currency markets suggests they are 
probably exaggerated. Currency markets are 
characterized by a lot of intra-day clearing and 
netting, a feature likely to be fostered by the 
growing use of electronic broking. A survey of 
foreign exchange market activities (spot, forward, 
swaps) released by the Bank of International 
Settlements in 2001 estimated the daily turnover 
at US$ 1 210 billion in 2001, down 19% from US$ 
1 490 billion in 1998. The introduction of the euro 
(12 currencies becoming one), the growing share 
of electronic brokering in the spot interbank 
market and consolidation in the banking industry 
appear to explain this fall. The trend may 
continue, which would raise a problem from the 
outset: that of a declining tax base. 


Also, despite the growing role of electronic 
brokering, trading between dealers (rather than 
with other financial institutions or with non- 
financial customers) makes up more than half of 
foreign exchange turnover. Most daily transactions 
are done for purposes of hedging between traders 
to avoid aver-exposure in currencies accumulated 
from deal-making. Hedging activities are known as 
"hot potato trading", as any speculative selling of 
say, the US dollar could leave the seller with a 
supply of unwanted euros, which he or she will 
then try to off-load to other dealers. The practice 
helps to spread risk more evenly. The Tobin tax 
would discourage hedging, though, because its 
multiple transactions would each be_ taxed. 
Consequently, the tax base of daily foreign 
exchange transactions would shrink. 


There is also the question of how to impose the 
tax to maximize revenue. Many deals are done 
throughout a single day and are settled together 
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when the markets close. Taxing these settlement 
sites where the currencies are transferred to the 
books of the central banks may seem the simplest 
approach. However, according to a key study by 
professor Peter Kenen, the tax should be levied on 
each trade at the dealing sites. It would then 
capture the total value of the deals, whereas 
settlement involves netting the day's transactions, 
and so would produce a lower taxable amount. 


Mobile Capital 


Tax avoidance would probably grow too, further 
reducing the Tobin tax' s ability to yield revenue, 
Two principal types are likely: first, the migration 
of the foreign exchange market to tax-free 
jurisdictions; and second, the substitution of tax- 
free for taxable transactions. 


Migration could occur unless all jurisdictions with 
major foreign exchange market turnover adopted 
the tax. Trading could be drawn to new sites, such 
as an offshore tax haven somewhere. This 
migration could be prevented by a punitive tax on 
all transactions with that haven, enabling trading 
to continue with complying sites. This penalty 
would reduce the risk of a migration floodgate 
being opened by a "first mover". But it would only 
work with small jurisdictions. If one of the larger 
established markets, like Frankfurt or Hong Kong 
for instance, did not adopt a Tobin tax, plenty of 
dealers would shift to that tax-free market and 
trade among themselves, without being affected 
by any punitive measures. The tax base would 
clearly be eroded as a result. 


To stop substitution of taxable foreign exchange 
transactions by tax-free ones, the Tobin tax would 
have to cover several financial instruments and 
keep up with new ones created to circumvent the 
tax. For instance, a tax on spot transactions can 
be avoided easily by using short-dated forward 
transactions. So these would have to be taxed as 
well. And as swap combines a spot with an 
offsetting forward contract, they would also have 
to be taxed. Moreover, taxing currency swaps 
alone will not do, as a foreign exchange 
transaction can be replicated by a combination of 
a currency and treasury bill swap, thereby evading 
the currency market (and the tax) to some extent. 


Even assuming the Tobin tax was feasible to 
operate, would it be economically desirable? Put 
another way, would it lower distortions in 
international capital markets and encourage less 
volatility, or crisis-prone investment and help 
alleviate poverty? 
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The original purpose of Mr Tobin's proposal - to 
reduce "excessive" exchange rate volatility - has 
moved to the background. After all, the size of the 
monthly changes in the relative value of key 
currencies has not grown in line with the rise in 
international capital mobility of recent decades. 
On the contrary, as we have seen, the Tobin tax 
might well reduce the liquidity of foreign exchange 
markets. And because it reduces hedging activities 
in the market, it would encourage more pure 
speculation and hence lead to more, not less, 
volatility. 


Most observers are less concerned with short-term 
volatility (which can be hedged) than with longer 
term misalignment of exchange rates, notably 
those of emerging markets. Such misalignment 
may at times be rooted in boom-bust cycles of 
private lending and investment to developing 
countries. But the Tobin tax would not be large 
enough to counter these cycles, whose riSk- 
adjusted returns would, given the sudden swings 
from euphoria to panic, require extremely high tax 
rates to balance them. 


There are other uncertainties too: can we be sure 
that political leaders today and tomorrow would 
use their Tobin tax receipts for development? Is 
the tax administratively feasible to collect? How 
would it affect aid? Even before the UN 
Conference on Financing for Development in 
Monterrey, the US and the EU had pledged to 
increase their development assistance. Yet most 
agree that despite these efforts, the financing gap 
to achieve the Millennium Development Goals 
(mainly to halve poverty by 2015 - see 
references) will not be reached without other 
financing measures. Nor is likely that a Tobin tax 
would deliver the results everyone would like. 
Still, the debate has added new urgency to the 
search for tools to improve our development 
funding in efficient and meaningful ways. There 
may be other approaches: some have talked of 
tax incentives for companies investing in poverty 
reduction, or building special trust funds with new 
issues of special drawing rights (SDRs) by the 
International Monetary Fund (IMF). Like the Tobin 
tax, such ideas must be closely scrutinized. 


Helmut Reisen. (PhD from Cologne University and 
is a Professor of international economics at the 
University of Basle.) Published in the OECD 
Observer n°231/232 - May 2002 - 
www.oecdobserver.org - observer@oecd.org 
Contact for this article: helmut.reisen@oecd.org 
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Making a Workable Tobin Tax: A 
Response to Helmut Reisen 


By Dean Baker (CEPR) 


A recent column by an OECD economist (“A Tobin 
Tax: Could It Work?” by Helmut Reisen), 
suggested that a tax on currency transactions 
would be difficult to enforce, and probably a poor 
source of revenue to finance development. It 
raised several issues that deserve further 
consideration. 


On the question of enforcement, Mr. Reisen 
warned of both geographical avoidance (i.e. trades 
taking place in tax havens where the tax is not 
enforced) and avoidance by trading in untaxed 
derivative instruments, such as futures, options, 
and swaps. 


These are legitimate concerns, but they could be 
raised against almost any tax. For example, at 
present many U.S. corporations are now re- 
incorporating in Bermuda or other tax havens in 
order to avoid most of their income tax liability. 
While this could be viewed as an argument against 
the income tax, the alternative is legislation that 
would prohibit this sort of gaming of the system 
(which has been proposed in the U.S. Congress). 


Similarly, it would be possible to avoid 
geographical gaming of a Tobin tax by making all 
nationals and corporations within the jurisdiction 
of the tax (e.g. the European Union), subject to 
the tax on all trades they make, regardless of the 
location. Denmark had a similar tax in place on 
stock transactions until the early nineties. 


The point about the tax leading traders to shift to 
derivative instruments is well-taken. While some 
supporters of the Tobin tax point out that these 
trades would still be subject to the Tobin tax, if 
they led to spot transactions (actual trades of 
currency), the vast majority of derivative trades 
never result in spot transactions. This means that 
the impact of a Tobin tax on the trading costs of 
derivatives would be minimal. 
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But, this can be answered easily enough by 
extending the tax to these derivative instruments. 
The trade in currency options, futures, swaps and 
other instruments is no more desirable than the 
trade in currency itself. Taxing trades in these 
instruments could raise tens of billions of dollars 
of additional money to finance development. 
(Some proponents of Tobin taxes would like to see 
domestic financial transactions, like the sale of 
stocks and bonds, also subject to taxes, as is 
currently the case in many major countries, such 
as England and France.) 


It is worth placing the general issue of 
enforcement of a Tobin tax in context. The 
incentives to evade a tax are proportional to its 
size. Also, a tax on a highly concentrated market 
is much easier to impose than a tax on highly 
decentralized transactions. If a Tobin tax is 
compared to copyrights -- which can be seen as a 
tax which is privately collected -- then it appears 
that Tobin taxes are far more enforceable than 
copyrights. 


As far as the size of the tax, most proponents 
recommend a tax rate of 0.1 percent for the Tobin 
tax. By contrast, copyright is effectively a 100 
percent tax. Software, recorded music and video 
material would be available at no cost over the 
web in the absence of copyright protection. The 
entire price of the product is due to copyright 
enforcement. This means that the incentives to 
evade copyrights are far greater (by several 
orders of magnitude) than the incentives to evade 
a Tobin tax. 


Most currency trading is done by large financial 
institutions that trade hundreds of millions or even 
billions of dollars of currency every day. This 
should make detection of evasion relatively 
simple. It is a standard practice in tax 
enforcement to offer informants a percentage of 
the taxes collected. If a bank or brokerage firm 
owes tens of millions of dollars in Tobin taxes, it 
seems likely that it will have a clerk who would be 
willing to report tax cheating by his or her boss, in 
exchange for a few million dollars. While evasion 
on some amount on smaller trades will surely go 
undetected, it doesn’t seem likely that major 
financial institutions will be able to practice large- 
scale evasion for any significant period of time. 


By contrast, the reproduction of copyrighted 
material is potentially a completely decentralized 
process, with individuals copying software or 
recorded music for their own use. There is no 
need for concentration in the copying of 
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copyrighted material. However, in spite of the 
large incentives to evade copyrights and the 
decentralization of the process, copyrights are still 
largely enforced. This is easily demonstrated by 
the fact that Microsoft is one of the most profitable 
companies in the world. Since it gains almost all of 
its revenue from the sale of copyrighted material, 
its existence is a testament to the enforceability of 
copyrights. 


The other point raised in Mr. Reisen’s piece -- that 
currency trading is likely to diminish, therefore 
leaving a smaller tax base - can actually be 
viewed as argument for the tax. Most proponents 
of Tobin taxes view the large volume of currency 
trading as a source of instability in the financial 
system. Insofar as this is the case, reducing the 
volume of trading could lead to more stable 
financial markets. 


But, let’s assume that the volume of trading has 
no direct relationship to instability. The trading 
itself still presents a cost to the economy, in the 
sense that it uses resources - labor and capital - 
which could instead have been used somewhere 
else in the economy. If the volume of trading falls 
due to the imposition of a Tobin tax, then this 
means that less resources will be wasted in 
trading. Since all the costs of trading are passed 
on somewhere (no one trades for free), trading 
costs eventually show up in the prices charged by 
banks, insurance companies and other financial 
institutions. 


This means, that if Mr. Reisen is correct, and the 
tax leads to a very large reduction in trading 
volume, then the cost of the tax will be borne 
almost completely by the financial sector itself, 
and not passed on to consumers in the form of 
higher prices. For example, let’s assume that 
current trading volume is $300 trillion annually 
(approximately the current volume of trading in 
the spot market), that trading volume falls by 
three quarters as a result of a 0.1 percent Tobin 
tax, and the average cost of a trade is 0.05 
percent. In this case, the amount of money spent 
on direct trading costs would be reduced by 
$112.5 billion as a result of the tax (costs would 
fall from $150 billion to $37.5 billion, as trading 
volume feel from $300 billion to $75 billion). The 
tax would then raise $75 billion a year in revenue 
(0.1 percent on the $75 billion in trade volume left 
after the tax). In this case, the total amount spent 
in trading costs (direct costs plus the tax) would 
actually drop by $37.5 billion ($112.5 billion in 
reduced savings costs minus $75 billion in taxes). 
This means that tax would be fully financed from 
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the savings in trading costs. There would be no 
additional costs to pass on to consumers. In fact, 
the costs that bank, insurance, and brokerage 
firms charge to firms and individuals may actually 
fall, along with their expenses. 


In short, the potentially sharp drop in trading 
volume that Mr. Reisen views as a problem of a 
Tobin tax is actually one of its virtues. It means 
that very little, if any, of the revenue raised by the 
tax will be passed on to consumers, instead it will 
be borne by the financial industry. The tax could 
lead to a reduction in some hedging that firms do 
to protect themselves against unexpected market 
fluctuations, but we know with absolute certainty 
that firms assign very little value to this insurance 
- if they valued it at rate of more than 0.1 percent 
of the face value, then the tax would not be large 
enough to prevent the hedge. 


It is encouraging to see the OECD raising 
substantive issues concerning the merits of a 
Tobin tax. It is important that proponents of a tax 
are prepared to address such issues. In this case, 
it does not appear that the issues raised by Mr. 
Reisen seriously undermine the case for the Tobin 
tax. 


Dean Baker. Co-Director of Center for economic 
and Policy Research, Washington DC 


www.cepr.net 
Contact for this article: cepr@cepr.net 


Making a Workable Tobin Tax: A 
Response to Helmut Reisen 


By Elisa Renda (Granello di Sabbia) 
Translation. Volunteer 
coorditrad@attac.org (*) 


translators, 





The launch of the Euro, the next intake into the 
European Union of ten new states and the 
commitment to the drawing up of a text for a 
European constitution; these things represent 
concrete progress in the political unification of the 
Continent. In the face of such_ institutional 
success, from many sides it is being asked how it 
is, in such a delicate phase of our history, Europe 
does not know how "to speak with one voice", 
above all making leverage out of the value of 
research into peace and of respect for human 
rights. How is it that it does not seek to express 
an autonomous foreign policy with respect to the 
American superpower, that always revolves on the 
defense of its own national interests? 


page 5(5) 


Foreign Policy and Common Security, that is to 
say the second pillar of the Union, does not seem 
to reach the heights of the role that Europe says it 
wants to play in the world. Why otherwise, after 
September 11, would it have restricted itself and 
stuck to the alliance (with America), accepting its 
strategic vision of the current crisis and the 
consequent intervention in Afghanistan? In so far 
as the Middle East crisis is concerned, there has 
always been a difference in attitude between the 
European Union and the United States towards 
Israel and this has given the latter a competitive 
advantage in negotiating capacity with Israel, 
whilst Europe could provide a valuable political 
balance between the two parties. Why does the 
European Union not take, to a greater extent the 
diplomatic initiative? 


The political and economic integration of the 
whole of Europe, at the end of the decade, would 
bring the United States to see itself flanked by two 
other Superpowers: a truly united Europe, and 
China. Any unilateral logic would then be 
inadmissible, and the defense of American 
interests would be submitted to continual 
mediation and compromise. It is clear that such a 
prospect is not acceptable for a government that 
has made its own plan of action from the following 
points (stated by the spokesman for security, 
Rice, at the 2000 republican convention): 
rearmament, disengagement from Peace treaties 
and the delegation to the European Union of such 
functions, unilateral revision of commitments no 
longer judged in line with US interests, the 
weakening of the Russian Federation and a bigger 
influence in the area. 


After September 11 the USA has been able to 
enlarge such choices: the figure allocated to 
Defense has passed 379 billion dollars annually, 
which takes to 40% the American quota of world 
military expenditure, more than the next 14 
military powers put together. Whereas the 
European Union spends in all 140 billion dollars a 
year for the military sector. 


For the war in Afghanistan the USA has not gone 
to NATO and thus to institutional cooperation with 
Europe, but has acted as the head of a 
multinational contingent, granting to Europe the 
tasks of humanitarian assistance and development 
aid. Following the beginning of the military 
activity, the American military presence has 
extended into central Asia. Today Uzbekistan 
hosts 3,000 US military, in Kirghizstan, new bases 
are being prepared, whilst 200 American advisers 
have been sent into Georgia. Many observers have 
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returned to the Philipines in preparation for 
another war against terrorism ( against Islamic 
groups). 


What has the European attitude been in this 
context? Atlantic loyalty has prevailed, from the 
first moments. In fact Europe has chosen to 
invoke Article 5 of the institutional treaty of NATO, 
that foresees collective self-defense in the case of 
aggression towards a member state and so to 
support the war in Afghanistan. Besides, the 
extraordinary European Council recalled on 21st 
September, has reformulated a plan of action 
against terrorism based on the development of the 
mandate for arrest in Europe, on the common 
definition of terrorism, on the creation of common 
data banks, on a greater cooperation of the 
Special Services, and the freeze on the wealth of " 
terrorists"(on the basis of Ris. ONU 1373). There 
is envisaged, also, under the aegis of the 
European Agency for Civil Protection, a greater 
collaboration for the prevention of chemical and 
bacteriological attacks and in the matter of aerial 
security. Not one ally, however, has openly put up 
for discussion the suspected methods of the attack 
and the immediate reactions after the event. Nor 
has there been any criticism of the fact that the 
Superpower is prepared to resolve with war what 
any other civilized country would have confronted 
with national and international investigations and 
through a series of diplomatic efforts aimed at 
isolating terrorism. 


On the other hand, the United States has been 
given carte blanche. Touching on only some of the 
salient facts, in November, the USA asserted its 
own right to capture Al Qaeda terrorists, to deport 
them to their own military bases to then have 
them processed behind closed doors by a military 
court. A strong reaction would have been 
expected on the part of the European Union who 
makes political conditions and thus respect for 
human rights a basic criterion for any political and 
economic cooperation. On the contrary the 
European Council of Laeken in mid-December has 
reaffirmed its own support for the actions of the 
United States, taking upon itself the role of 
financer of reconstruction. At that sitting was in 
fact decided the deployment of an international 
security force for Afghanistan, the commitment to 
the setting up and the training of new Afghan 
armed forces, humanitarian aid and = an 
undertaking to build the democracy. An allocation 
of 352 million Euros has been foreseen. Is not this 
alignment with the USA's vision of the 
management of international crises in complete 
contradiction of the commitment, demonstrated 
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on so many occasions, to the peaceful resolution 
of conflicts and the flag-waving European support 
of the Court of International Law on the occasion 
of its recent establishment? 


Coming to the Israel-Palestine crisis, in the face of 
the senseless Israeli attacks on the refugee camps 
and the territory of the Palestinian Authority, the 
USA hesitated to put real pressure on the Middle 
Eastern alliance and kept up an ambivalent 
attitude to Yasser Arafat, now accepting Sharon's 
demonisation, now insisting on the need for Israel 
to negotiate with the only possible spokesman. 
For Europe's part, while having a less partisan 
view of the crisis, amidst continuing uncertainty it 
declined to put into play its own negotiating 
resources to tip the balance of the conflict. 


Seeing that one of the players has a strategic 
advantage to boast of, it is in its interest - in a 
military focus- to annihilate the adversary. They 
sit down at the negotiating table only when it is 
understood that it is really the only way out. And 
on the other hand, in the name of criticism of 
Sharon's policies the Council of ministers of the 
European Union limited itself, on the 28th 
January, to mentioning the destruction of 
Palestinian infrastructure financed by _ the 
European Union, only demanding reparations from 
Israel. In fact one must not forget that after the 
Oslo Accord, the European’ Union has 
demonstrated a great commitment, above all 
financial, to uphold the peace process and the 
nascent Palestinian Authority. Furthermore, at the 
present time the Union must provide consistent 
financial support to the structure of this entity, 
because of the refusal of Israel to transfer the 
fiscal access due to them. Such support is in itself 
certainly a stronger signal than the American 
appeals, but not as strong as setting in motion 
discussions on the agreement of Associations 
between Europe and Israel would be, and this 
would have considerable economic repercussions 
for the latter. 


The mission of the European Troika of the 
beginning of April, furthermore, has failed even 
before it began, by the refusal of Sharon to permit 
the European delegates to meet the president of 
the Palestinian Authority. The European Union has 
preferred to set aside any pride to facilitate the 
imminent diplomatic mission of the Secretary of 
State, Powell. More recently in the conclusive 
declaration of the Euro-American summit in 
Washington (2nd May), Europe has foretold its 
greater involvement in the USA's management of 
the Middle East crisis. All this notwithstanding the 
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necessity and the investments turning on the 
Mediterranean for years. So, from whence comes 
such diplomatic humility? What can be said then of 
the scant pressure against the American policy of 
rearmament (and of military support of Israel), 
when Europe continues in its commitment to 
disarmament, as confirmed at the sitting of the 
Council for General Affairs of 15th April at 
Luxemburg? To answer such questions it is 
necessary to glance at the function of the PESC 
(Foreign Policy and Common Security) and the 
political conditioning that has accompanied its 
rise. The capacity to express an effective foreign 
policy comes, on one hand from the structural 
resources that can be put into play (economic, 
often military, but also ethical-political, like the 
right international image), on the other by the 
capacity to effect some choices shared by all 
people who have a voice on the subject. European 
foreign policy is, in this sense decidedly inter- 
governmental, since it is decided at the level of 
the European Council (heads of state and of 
government) when general strategies are under 
discussion and of the Council (in which participate 
the 15 foreign ministers in the ambit of the 
meetings of the General Business Council on the 
subject of PESC, to which work is given continuity 
by the Committee of the Permanent 
Representatives. COREPER) and not of Parliament 
or Commissions (so not by the European delegate 
entrusted with external affairs). The Commission 
(that has the duty of assuring the maximum 
possible coherence of the PESC with the other 
external allowances of the Community, as for 
example those of commercial interests and of 
cooperation in development) has the power of 
initiative, but this is exercised above all by the 
presidents in turn, by the member states and by 
the High Representative. Parliament is consulted 
only if fundamental choices are being discussed 
and for the rest it is kept informed by the 
developments of the PESC. 


Foreign Policy and Common Security is put into 
effect with the declaration of the President, the 
conclusive decisions of international agreements 
and with contacts with third countries but above 
all with common positions and common actions, 
decided in the heart of the Council. So a " 
between states" conception prevails, that 
constrains the governments- by assuring 
timeliness of action- to continuous work of 
reciprocal consultation for the attainment of 
consensus by all the members on_ various 
initiatives. In the attempt to avoid the original 
rigidity in decision making by the participation of 
15 members in these decisions, and above all in 
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view of the influx of new members, there has 
been the introduction of " strengthened 
cooperation", that while experimental in the 
monetary sphere, would permit some members 
courageous choices, without the necessary 
participation of all of the states. Forecast by the 
Maastricht Treaty, this principal has subsequently 
been watered down by the Treaty of Amsterdam, 
seeing that the decision to take steps towards a 
reinforced cooperation is dependant on the 
collective approval of all members. At the 
European Council in Nice in 99, the quorum was 
lowered to 8 votes, limiting such cooperation to 
the subject of enabling Europe's capacity for 
action- mostly agreed to in a military sense. This 
seesawing attitude towards the enabling of a 
supranational foreign policy through the system of 
" variable geometry", derives on one hand from " 
Euro-skepticism" of some countries(that want to 
regard the European Union as a_ transitory 
development of the European Community and not 
as a new political entity), to the other more 
complex evaluations that have to do with the 
history of European integration. 


In general terms, the question of Atlantic loyalty, 
not being the exclusive prerogative of Great 
Britain, has always conditioned every political- 
institutional development in Europe. Leaving aside 
the bond of the Marshall Plan and the first steps 
towards the creation of the European Community, 
and coming to the end of the Cold War, that is in 
the period that has redefined the international 
system aS hegemony of the American 
Superpower, it is easy to observe how Atlanticism 
has created the plan of integration for Eastern 
Europe, not only the framework of the PESC. At 
the moment that NATO saw its long term enemy 
disappear, to it was attributed the role of political 
ally of Europe in transition with the USA and its 
strategic vision. So, German unification saw the 
annexation of the eastern Lander to the German 
Federal Republic, with the consequent joining to 
NATO of Eastern Germany. Russia, furthermore, 
essential negotiating party was immediately 
brought close to NATO and to its objectives 
through the agreement of Partnerships for Peace, 
that foresaw forms of consultation and a 
continuous political dialogue on the principal 
questions of security. In a certain sense, such new 
dialogue, widened above all by the Russian 
participation in peace-keeping operations in 
Kosovo under the umbrella of NATO, has dulled 
the reconstituted role of the Organisation for 
Security and Cooperation in Europe, that, with its 
antecedent CSCE, has for decades been the only 
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institutionalized channel of dialogue between 
Russia and the West. 


The same organizational and innovatory impetus 
of the European Union is in part explained by the 
push to integration with the West on the part of 
the countries of the ex communist bloc. In a 
phase in which, the Cold War over, the demands 
of security seem less urgent, Europe can 
concentrate on the enabling of economic 
integration (and thus also institutional and 
political) and expansion to the East, a key 
strategy in the search for global competitiveness. 
At the end of this year, Cyprus, Estonia, Hungary, 
Leetonia, Lithuania, Malta, Poland, Czech Republic, 
Slovak Republic, and Slovenia, will enter into the 
Union and in 2004 the citizens of such countries 
will participate in the elections for the European 
Parliament. While such expansion (that, in looking 
forward will affect also Bulgaria, Romania and 
Turkey with a "pre-adhesione") subjected to the 
democratization of those systems (that is, 
harmonization with the common heritage of the 
member states on the subject of institutional 
principles and civil and political rights) works in 
parallel for the inclusion of those countries in the 
organisation of the Atlantic Alliance. Through the 
mechanisms of connection with countries external 
to NATO, the Council of Euro-Atlantic Partnership, 
that comprises the members of NATO (of which 
from 1999 the Czech Republic, Hungary and 
Poland make part),together with the neutral 
countries of western Europe (Ireland, Finland and 
Switzerland), the three Baltic republics, the ex 
Soviet Republic, Romania, Slovakia and Slovenia. 
It is a matter of one of the institutional expedients 
with which NATO has been reorganized (above all 
with the vertex of Madrid of 1997) in the direction 
of flexibility, to facilitate the participation of 
foreign countries to the Atlantic Pact, in joint 
operations. This is the frame of reference into 
which there is a commitment to develop the " 
Identity of European Security and Defense", that 
is to say a capacity for military mobilization 
manageable by PESC.The countries of the 
European Union can decide to carry out European 
military actions making use of the structure of 
NATO, under the title of "Combined Joint Task 
Forces", that is joint military forces of the sole 
European countries. The aim was and is that of 
avoiding costly duplication and of permitting a 
progressive disengagement of the United States 
with respect to European security. 


The European Council of Cologne of June 1999, 
has deepened this course, always in an Atlantic 
focus, with the commitment to _ further 
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development of the European military capacity 
and to the reinforcement of the industrial and 
technological basis of defense, so that it is 
internationally competitive and an enabling of the 
structure of decision-making (ad hoc meetings of 
foreign ministers with the participation of the 
ministers of defense, the institution of a 
permanent Policy and Security Committee flanked 
by a military committee, a common room 
operating for the gathering and the evaluation of 
information, that is to say a" cell for policy 
programming and timely warning", a centre of 
studies on security and finally a committee for the 
civil aspects of crisis management ). 


Furthermore a larger (military) State of the 
European Union has been set up, composed of 
technicians of the member states selected by the 
general Secretary of the Council. Such measures 
are turned mainly to the development of the 
PESD, that is of the European policy of security 
and defense, the component of the PESC turned to 
development of the task of maintaining the peace, 
stabilization of crises and humanitarian 
intervention in cases in which NATO is_ not 
implicated to any degree. However such 
developments are always affected by the necessity 
of not setting themselves against the Atlantic 
Alliance, taking account also of the neutral states 
(that is Sweden, Austria, Finland, Ireland and 
Denmark). It is confirmed that such resources, 
managed from the point of view of the Western 
European Union, don't have value as a military 
alliance, but are aimed at the actuation of 
interventions for the maintenance or re- 
establishment of peace. 


Besides, the same vertices of Cologne gives a 
tangible sign of the continuity and closeness 
between NATO and PESC, nominating Javier 
Solana, ex- Secretary General of NATO, " High 
Representative for the PESC". Subsequently, at 
the Council of Helsinki of December 1999, Europe 
fixed the objective of mobilizing from fifty to sixty 
thousand troops throughout 2003 for peace 
keeping tasks, emergency humanitarian 
interventions and management of international 
crises ( thus unilateral military interventions) in 
circumstances in which NATO is not militarily 
committed in alliance. That disengagement is 
effectively evidenced in the role assumed by 
Europe in Kossovo and in Macedonia ( the 
common action of December 2000 instituted the 
European Motoring Mission- EUMM), where the 
European contingent constituted the international 
force charged with the restoration of security in 
the region. 
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From observations, it can be concluded that the 
long term objectives of the European Union, while 
looking towards a greater autonomy from the 
United States, are subject to the maintenance of a 
high level of cooperation with the United States. 
The intersection of situations of 
exclusion/inclusion in the institutional reality of 
European Union and NATO makes the assumption 
of obligations a very delicate task, in which is 
necessary the consultation of all the players 
involved. This explains the "owed" loyalty towards 
the Atlantic Alliance on the part of the European 
Union, set out already in 1990 with the " 
Transatlantic Declaration" and confirmed in 1995 
with the Transatlantic Agenda. That is to say, it 
has not eliminated conflict, especially clearly in 
the commercial sphere. What differentiates the 
new commercial steel war from previous ones is 
the fact that it is not due to the ultraconservative 
resistance of Europe, but to the inconsistent 
introduction on Washington's part of protectionist 
measures, in defense of their own economy in 
crisis. This about turn by the USA could bring 
about a revised European strategy, nevertheless 
that has not happened. 


It could not happen because the current crisis has 
brought back to the first level the demands of 
security and thus put in danger any possibility of 
discussing again in depth the identity and the 
strategies of the EU. Considering the internal 
political dynamics of the Union, one needs to take 
account of the fact that, up till today, it would be 
counterproductive for Europe in transition to make 
controversial decisions, not in line with the beaten 
track of decades of institution-building. This in 
large part explains the atlantism demonstrated in 
the last few months and the alignment with the 
American strategic vision, a line of conduct aimed 
at avoiding the risk of internal fracture of the 
European front of the member states and to keep 
open that discussion on Europe of the 
"institutional" advancement of the last few years. 
But it is already evidenced by this fragility that the 
European Convention, set up by the European 
Council of Laeken, will not be able to have the 
truly propositional role that is to be expected by 
an assembly charged with drafting a constitution. 


Nevertheless, to make a true "European foreign 
policy" it is necessary that it has a greater 
legitimacy than the present one. 


So, there is needed not only a_ substantial 
institutional change, but also a_ profound 
transformation in the political consciousness of the 
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European citizenry. Overcoming the divisions and 
the fears of the populations is necessary, in the 
first place contrasting the facile xenophobic 
speeches that characterises much of the "politics" 
of our countries, and at the same time giving 
ample protection to social rights and citizenship. 
At the same time, it will be necessary to open a 
serious and deep discussion on the role that 
Europe intends to have in the world and on what 
instruments can consistently pursue the basic 
choices. Can we really expect such a political 
investment on the part of our governments? 


New WTO chief plans rules to limit 
corporate influence on trade 
negotiations 


By Trade J ustice Movement 


The incoming head of the World Trade 
Organisation (WTO) has revealed he has plans for 
new rules to govern the activities of multinational 
corporations in influencing international trade 
agreements. Speaking on 8 June, 2002 at the 
World Development Movement's Annual 
Conference in central London, WTO _ Director 
General Designate, Dr Supachai Panitchpakdi said 
he was planning: "to bring in, to introduce, some 
sort of a code of conduct. Which is something that 
I'm not getting support from countries around the 
world, particularly some advanced countries, they 
see it that I'll be trying to intervene too much into 
the corporate sector's movements. But what I'm 
trying to suggest is that while we are trying to put 
up new regimes, new agreements, new rules for 
countries to abide by, we don't seem to have any 
rules for the multinationals and_ transnational 
corporations to go by." 


He revealed his plans in response to a question 
from the audience asking how he would resist the 
pressure from the corporate sector. Dr Supachai 
said that he did feel the pressure and that the 
agreement on intellectual property rights (TRIPS): 
“was one of the glaring examples of the pressure 
coming from the corporate sector on governments 
that ultimately resulted in some agreements being 
forced on countries that we have to try to 
prevent." 


Dr Supachi said of his plans that: "| have made 
suggestions along this line several times, that | 
would propose a sort of a framework, that | would 
try to work with other organisations like the OECD 
- which is a neutral institution - or the World Bank 
or the UN. They have their own codes ofconduct 
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for some areas of transnationals, but | would deal 
with trade areas. And so you'll be hearing more of 
this, but let me give you a warning that | have got 
some comments on it, negative comments, that 
some countries are not in agreement with this 
kind of effort." 


Earlier at the same event Dr _ Supachai 
contradicted claims that developing countries were 
the winners from the WTO negotiations in Doha 
last November: "We need countries, particularly 
the advanced countries to realise that 
development is not just a semantic, this is a 
discussion on substance. When it comes to 
substance you need concession, you need 
sacrifices, and last time maybe developing 
countries were asked to sacrifice themselves in 
Doha. | hope that when it comes to the next 
Ministerial conference we _ will see sacrifices 
coming from the advanced countries to make the 
round really a development round." 


Dr Supachai, who takes over from Mike Moore as 
WTO Director General in September, also warned 
against measuring the success of a trade round 
simply in terms of increased volume of trade: 
“with all the trade rounds people like to quantify 
the trade rounds by saying there will be trillions of 
US dollars of new trade volume being created? I'm 
trying to convince people that when you talk 
about the so-called 'development angle’ you don't 
talk about the dollars and cents - the value of 
trade alone. You talk about the real products, you 
talk about the real gains and you talk about 
employment creation." 


Dr Supachai said that Prof Jan Tinbergen (the first 
ever winner of the Nobel Prize for Economics) 
taught him the need for "Looking beyond figures 
all the time. This is what | hope to bring with me 
to Geneva to try to make people understand a 
sense of what they are negotiating about. It is not 
only to create more trade volume. It is the 
distribution of the trade volume, it's the quality of 
the trade volume that we are talking about." 


Dr Supachai called for "special attention" to the 
needs South Asia, the Caribbean and Sub-Saharan 
Africa in trade negotiations including technical 
assistance and capacity building. He also hoped 
that Special and Differential treatment would be 
more extensively covered: "Not only in terms of 
timeframe but maybe in terms of having more to 
do with some policy interventions by some of 
those countries. Interventions that might be seen 
to be probably contradicting or violating some of 
the existing GATT rules." 
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Responding today Barry Coates, Director of the 
World Development Movement said: "This is a 
step in the right direction. But any code of conduct 
needs to be binding and fully enforceable, not 
voluntary. We also need parallel measures in 
national capitals where much of the corporate 
influence overtrade policy takes place." 


Notes: 


Dr Supachai Panitchpakdi is the Director General- 
Designate of the WTO. He is a former Deputy 
Prime Minister and Minister of Commerce of 
Thailand. Dr Supachai was the keynote speaker at 
the World Development Movement's annual 
conference Whose Rules Rule? Trade, Debt and 
Corporate Power, held at the Institute of 
Education in Central London on 8 J une 2002. 


The full transcript (and audio recording) of Dr 
Supachai's speech will be available on the internet 
from the Fabian’ Society's Global Forum 
(www.fabianglobalforum.net) from Monday 16 
June. 





For more on WDM's work exposing the corporate 
influence on UK trade policy see 
www.wdm.org.uk/campaign/GATSlotis. htm 





Contact: Dave Timms, Press Officer: 020 7274 
7630 (WDM), 07711 875 345 (mbl) 


Exporting Enron 
By Mark Engler and Nadia Martinez 


We know the damage Enron has done to the 
American economy. So why is it still eligible to 
receive U.S. taxpayer money? Instead of 
wallowing in bankruptcy, Enron continues to do 
business internationally. And believe it or not, the 
scandal-ridden and_ discredited corporation 
continues to pursue public funding for its global 
operations. 


The ongoing reports about Enron's collapse have 
led many people to believe that the corporation is 
for all practical purposes defunct. Not so. Enron's 
decision to file for Chapter 11 bankruptcy 
protection caused it to forfeit its energy-trading 
operations in America and forced the corporation 
to sell some of its assets. But a large number of 
its overseas ventures remain intact. Even as it 
faces shareholder lawsuits and Congressional 
inquiries in the United States, Enron plans to 
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emerge from bankruptcy carrying forth its global 
energy services. 


Enron, through numerous’ consortia and 
subsidiaries, continues to manipulate energy 
markets in countries throughout the world. Its 
present assets in Latin America alone include 
stakes in gas and electricity companies in Brazil 
and Venezuela, pipelines in Colombia and Bolivia, 
and power plants in Panama, Guatemala, and 
Puerto Rico. In many of these countries, officials 
have been assuring that the problems that the 
Enron Corporation has in the United States will not 
affect their local operations. 


Generous American taxpayer money has helped 
build the corporation's global empire. A new report 
by the Institute for Policy Studies in Washington, 
D.C., shows that since 1992, Enron-related 
projects have received more than $4 billion in U.S. 
government financing. Other public sources -- like 
the World Bank and the European Investment 
Bank -- contributed an additional $3 billion. 


By any standard, $7 billion is a lot of money. But 
now Enron wants more. The_ Inter-American 
Development Bank (IDB), an agency operating 
with government money, is considering a $125 
million loan for a Bolivian gas pipeline expansion 
that Enron is pursing through a group called 
Transredes. Along with Shell Bolivia, the other 
key stakeholder in this consortium, Enron stands 
to profit in Bolivia by using public funds to further 
its objectionable practices. 


Like at home, Enron abroad has a long history of 
pushing industry deregulation and _ avoiding 
oversight. The Bolivian government has recently 
begun investigating irregularities in the process by 
which Enron initially gained entry into the 
country's energy markets. Environmental and 
human rights organizations such as_ the 
Organization of Ethnic Communities of Santa Cruz 
(Bolivia) decry the fact that the proposed 
enlargement of the Transredes pipeline would cut 
through ever larger sections of ecologically 
sensitive areas, as well as the protected lands of 
Bolivia's indigenous peoples. They point to a 
previous disaster in which the company's Sica 
Sica-Arica oil pipeline ruptured in January 2000, 
spewing thousands of barrels of refined crude into 
the Desaguadero River before officials got around 
to making repairs. 


Why would the U.S. continue to help bankroll such 
sordid deals? In the name of "free trade," 
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government-funded organizations like the |DB and 
the World Bank have spent over two decades 
promoting privatization of energy and power 
sectors. Since the Reagan Administration, they 
have forced countries that want development 
assistance to implement harsh — "structural 
adjustment" measures and deregulate industries. 
At the same time, multinational corporations play 
poor governments against one other for much- 
needed foreign investment. 


As a result, public utilities have increasingly fallen 
into private hands and corporations like Enron 
conduct their business with little or no public 
accountability. Ordinary people suffer as 
companies limit supplies and _ raise prices, 
spreading misery among those who can't afford to 
pay more for once-public services like electricity, 
water, and health care. This also produces social 
unrest. Enron's imposition of price hikes has 
resulted in blackouts that eventually led to riots in 
Guatemala and the Dominican Republic, among 
other countries. 


Members of Congress will have an opportunity to 
stop the flow of government funds to Enron, when 
the IDB and other public financiers come up for 
reauthorization. Before approving any more 
money for the banks, legislators can insist on 
prohibiting future loans for Enron-related projects. 
This would put a stop to destructive and 
irresponsible deals like the Bolivian pipeline 
expansion. 


Such a ban against more taxpayer money for 
Enron's international exploits would serve as a 
good first step, but more is needed to stop similar 
abuses. The rules governing global trade and 
investment need to be altered to protect the 
public interest. We need to reject the drive by 
international financial institutions like the IDB and 
the World Bank to privatize utilities and to 
promote deregulation -- policies that invite Enron- 
style corruption and fuel injustice. And we need to 
express the same outrage at corporate misdeeds 
abroad that we show when the scandal hits home. 


Contact for this article. Nadia Martinez is a 
Research Associate with the Sustainable Energy 
and Economy Network in Washington, D.C. 
www.seen.org Mark Engler 
engler@eudoramail.com a_ writer based _ in 
Brooklyn, has previously worked with the Arias 
Foundation for Peace and Human Progress in San 
José, Costa Rica, as well as the Public Intellectuals 
Program at Florida Atlantic University. 
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(*) coorditrad@attac.org is the email address of an international group of volunteers who coordinate 700 
translators worldwide. You can be part of this group and share your language expertise by helping us publish 
articles and documents. J ust contact them for further details. 





Meeting ATTAC worldwide. 
If you are interested in one of these rendezvous please click on http://attac.org/indexen/ See 
“ATTAC In the World” then “Meeting ATTAC” 





-- Wednesday 19 

AUSTRIA : Graz - Wien 

DANMARK : Blagarden - Braband 

ESPANA : Barcelona - Sevilla 

FRANCE: Fleury Les Aubrais - Versailles - Paris Centre - Saintes - Paris 09 10 - Paris 12 - Paris 19 - Paris 
11 - Paris (rassemblement devant le Club de Paris pour |’annulation de la Dette) 

SVERIGE : Stockholm 


-- Thursday 20 

BELGIQUE BELGIE: Bruxelles 

ESPANA : Sevilla - Huelga General 

FRANCE: Rochefort - Lille - Paris Nord Ouest - Clermont Ferrand - St Maurice - Chatellerault - Brest 


-- Friday 21 

AUSTRIA: Wien 

ESPANA : Sevilla - Barcelona 

FRANCE: Aix en Provence - Laval - Nancy 


-- Saturday 22 

NORGE : Oslo 

ESPANA: Sevilla 

FRANCE: Rennes - Aix en Provence - Nantes - Paris 11 - Brest 


-- Sunday 23 
ESPANA: Sevilla 
FRANCE: Beauregard et Bassac - Paris 11 


-- Monday 24 

AUSTRIA : Wien 

FRANCE: Trappes - La Rochelle - Brest 
NORGE: Oslo 


-- Tuesday 25 
BRITAIN : London 
FRANCE: Nancy - Paris 15 - Paris 11 - Paris 12 


-- Wednesday 26 

AUSTRIA : Wien 

BELGIQUE BELGIE : Namur 

FRANCE: Rochefort - Paris 19 - Paris 11 - Angers 


